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INTRODUCTION 


This paper updates and modifies some of the financial indicators 
found in Council's previous financial papers, which examined the 
degree of underfunding experienced by Ontario universities and its 


impact upon the system. 


Since Council's funding advice was last accepted by Government 
in 1977-78, the universities have received annual operating grant 
increases of 5.8%, 5.1%, 7.2% and 10.1%. Other areas of Government 
expenditures have also received small funding increases in recent 
years. Ina period of financial austerity, when the Government is 
attempting to control its expenditures in order to balance its 
budget, the constraints accompanying this policy might be expected 
to affect all Government functions and services. However, over 
the period in which Council's funding advice has not been accepted, 
the universities experienced funding rate increases consistently 
below that of overall Government budgetary expenditures. In fact, over 
these four years, annual university operating grant increases averaged 
2.6% below the annual increases in Government budgetary expenditures 
(excluding debt servicing) which for the four years were 6.7%, 9.9%, 
9.4% and 12.5%. At the same time, while the universities have 
received a declining share of Government expenditures, it appears 
that Government's expectations of the university system have not 
diminished. 


Neither the increases in university funding nor Government 
expenditures generally have kept pace with inflation over the period 
1978-79 to 1981-82. When deflated by the Consumer Price Index, 
university operating grants will have declined in real terms by 
12% to 13% by the end of this four year period, while Government 
budgetary expenditures will have declined by 4% to 53% 


This paper begins by comparing, in Sections A and B respectively, 
the Ontario university system's Government support and total revenue 
with that found in other provincial university systems and in the 
Ontario elementary and secondary school system. Data presented in 


these sections indicate that the Government funding and revenue 


ay 


positions of Ontario universities compare unfavourably with these 
other sectors of activity. The next section (Section C) points 
out that fluctuations in total enrolment, along with shifts in 
enrolment among disciplines, have made it difficult for Ontario 


universities to adjust to financial constraints. 


The paper then goes on to examine the impact of these financial 
constraints on key components of expenditure in Ontario universities. 
Specifically, Section D examines the impact on faculty and staff 
resources and Sections E and F outline the effects on equipment, 
furniture expenditures and library acquisitions. These sections 
point out respectively that faculty and staff salaries have not 
kept pace with salaries in certain sectors of the economy and 
that expenditures on equipment, furniture and library acquisitions 


have declined substantially in real terms in recent years. 


Section G. indicates that provincial funding constraints on 
capital assistance have been even more restrictive than those 
for operating grants. Comparisons of the present allocative formula 
and hypothetical alternatives are presented in Section H. The 
effects on each institution of using a completely enrolment sensitive 
allocative formula, or moving to the other extreme - an enrolment 
insensitive formula, are examined. Finally, Section I provides a few 
comments on research funding, noting that there are some encouraging 


Signs in this area. 
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(A) INTERPROVINCIAL COMPARISONS 


In recent years, restraint in the growth of Government expend- 
itures and in university funding have not been confined to Ontario. 
Restraint has been the declared policy of all provincial governments 
at one time or another during the past few years. Despite this 
apparent uniformity in declared fiscal policy, the application 
varies considerably, particularly with respect to university 
funding. As pointed out in System on the Brink (September 1979) and 
in A Financial Analysis of the Ontario University System - 1980 
(September, 1980) the funding constraints faced by Ontario universities 
have been more stringent than those faced by universities in most 
other Canadian provinces. Revised and updated data confirm this 


ection 


Table 1 of the Appendix provides some indication of the stringency 
in Government funding experienced by Ontario universities. The table 
presents the provincial operating grants per full-time equivalent (FTE) 
student for each province in Canada, along with the weighted average 
of the nine provinces excluding Ontario, for the period 1974-75 to 1979-80. 
Ontario declined in rank over this period from seventh to ninth, with 
only Nova Scotia being lower at the end of the period. Ontario's position, 
relative to other regions in Canada (Western provinces, Quebec and 
Atlantic provinces) and to the weighted average of the other nine prov- 
inces, is illustrated graphically in Figure 1. The figure indicates 
that, relative to the other provinces, Ontario's Government support, as 
measured in terms of operating grants per FTE student, was low at the 
beginning of the period examined and declined further in subsequent 


years. 


The Ontario university system's comparatively low level of 
Government support has had a direct influence on the level of operating 
income in Ontario universities. Table 2 of the Appendix presents the 
total operating income per FTE student for each province over the 
same period, 1974-75 to 1979-80. It indicates that, over this period, 
Ontario dropped from sixth to ninth place among all provinces 
in total operating income per FTE student. As Figure 2 indicates, 
at the end of the period examined, in terms of operating 


a ea 


1. As has been the case in its previous financial papers, Council is 
again relying upon the Tripartite Committee on Interprovincial 
Comparisons for its data. The Committee's data base has been 
revised since last year, making it more accurate and the data 
more comparable among provinces. As a result, however, the 
data presented do not correspond precisely to those presented in 
previous years. 


income per FTE student, Ontario universities were behind Quebec, 
the Western provinces, the Atlantic provinces and the weighted 


average of all provinces excluding Ontario. 


More recent information suggests that, since 1979-80, the 
financial position of Ontario universities, relative to universities 
located in other provinces, has declined further. Table 3 of the 
Appendix documents the changes in Government grants, fees and 
enrolment for each province for 1980-81 and estimated for 1981-82. 
Over this two-year period, Ontario's grant increases are among 


the smallest percentage increases made available. 
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FIGURE 1 


Interprovincial Comparison of University Grants: 
Provincial Operating Grants per FTE Student, 
OT A—TSetor) 19-80 
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Note: In order for Ontario universities to have been funded at the same 


Source: 


level of operating grants per FTE student as the weighted average 
of the other nine provinces in Canada in 1979-80, the Government 
of Ontario would have had to increase its operating grants by 
over $197 million in that year alone. 


Table 1 of Appendix. 


ge 
FIGURE 2 


Interprovincial Comparison of University Revenue: 
Total Operating Income per FTE Student, 1974-75 to 1979-80 
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income per PTE student as the weighted average of the other nine provinces 
in Canada in 1979-80, the Operating income of Ontario universities would have 
had to be over $136 million higher in that year alone. 


Source: Table 2 of Appendix. 


(B) INTRAPROVINCIAL COMPARISONS 


The present analysis updates that undertaken in A Financial 
Analysis of the Ontario University System - 1980, which found that 
the level of provincial funding per student in Ontario elementary 
and secondary schools increased substantially in real terms between 
1970-71 and 1979-80, while university funding per student declined 
during the same period. Table 4 of the Appendix, and Figure 3, present 
indexes of provincial grants per student for universities and for 
elementary and secondary schools, measured in constant 1970-71 dollars, 
over the period 1970-71 to 1980-81. The table shows that in 1980-81, 
university funding per student continued to decline, while elementary 
and secondary school funding continued to increase. Over the period, 
1970-71 to 1980-81, university operating grants per PTE student declined 
in real terms by 16.8%, while provincial support per elementary and 
Secondary school pupil increased 50.1% when the provincial contribution 
to the Teachers' Superannuation Fund?" is included in provincial support 


and by 44.9% when this contribution is excluded. 


University revenues per student have also declined in real 
terms since 1970-71, while elementary and secondary school revenues 
per student have increased. Table 5 of the Appendix, and Figure 4, 
present indexes of camparable university and elementary and secondary 
school revenues for the period 1970-71 to 1980-81. The university 
index uses provincial grants plus tuition fees as a proxy for university 
revenue, Measuring, in constant 1970-71 dollars, the revenues per 
FTE student received by Ontario universities over this period. The 
index of elementary and secondary school revenues uses provincial grants 
plus local tax revenues as a proxy for total revenue. This index 
measures in real terms provincial grants plus local tax revenues per 
pupil received by Ontario elementary and secondary schools over the 
same period. According to these indexes, school revenue per pupil 
rose 40.4% in real terms between 1970-71 and 1980-81 when the 


2. Whenever the provincial contribution to the Teachers' Superannuation 
Fund is mentioned in this paper, it includes the provincial contri- 
bution on behalf of teachers to the Superannuation Fund and 
Superannuation Adjustment Benefits. 
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provincial contribution to the Teachers' Superannuation Fund is included’ 
and by 37.3% when this contribution is excluded. This compares with a 
18.2% decline in university revenue per student during the same period. 
These trends show no signs of changing. University system revenues 

per FTE student declined in real terms by 6.3% in 1980-81 over the 
previous year, while elementary and secondary school revenues per 


pupil increased by 1.7%. 


It would be desirable to include comparable indexes of provincial 
support per FTE student and revenue per FTE student for the other 
major education sector in the province, the Colleges of Applied Arts 
and Technology (CAATs). However, it is not yet possible to compile what 
Council believes to be the most appropriate comparison data, operating 
grants allocated to post-secondary programs per FTE post-secondary 
student or operating revenue accruing to post-secondary programs per 
post-secondary student in the Colleges of Applied Arts and Technology. 
Information available on total revenue and Government support for all 
CAAT programs, including non-post-secondary, adult training and training 
in business and industry, suggests that on a per FTE student basis the 


CAATS have not fared well either in recent years. 


Index 
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FIGURE 3 


Comparison of Provincial Support per Student in Universities 
and in Elementary and Secondary Schools in Ontario, 1970-71 
to 1989-81 (Constant 1970-71 dollars, 1970-71 = 100.0) 
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Source: Table 4 of Appendix. 
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FIGURE 4 


Comparison of Revenue per Student in Universities and in 
Elementary and Secondary Schools in Ontario, 
1970-71 to 1980-81 - (Constant $-1970=¥.1,-.19 70-7 1210070) 
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source: Table 5 of Appendix. 
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(C) ENROLMENT TRENDS 


From 1970-71 to 1980-81, total university system FTE enrolment 
increased by over 30%. The enrolment changes experienced by the 
universities during this period did not, however, follow general 
demographic trends, which suggested annual increases until 1983. 
Fnrolment did increase annually from 1970-71 until 1976-77, when 
it peaked at a level about 37% above the level found in 1970-71. In 
the following two years, however, enrolment declined unexpectedly 
by over 6%, but since then has increased annually and, in 1981-82, 
is expected to exceed the peak experienced in 1976-77. In 1980-81, 
there were 154,820 full-time students and 34,462 part-time FTE students 
enrolled in Ontario universities and their affiliated colleges, 

Ryerson Polytechnical Institute and Ontario Institute for Studies in 
Education, resulting in total FTE enrolment of 189,282.>° The final 
report of The Committee on the Future Role of Universities in Ontario 
points out that the 18 to 24 age group, fram which Ontario univer- 
sities currently draw 77% of their enrolment, will continue to increase 
in number until 1983. The report goes on to point out that, after 
declining in the late 1970s, the participation of this group in 


university education is rising again. 


The unpredictable nature of these fluctuations in enrolment and 
in the participation rate in recent years has made it extremely 
difficult for universities to undertake the financial planning necessary 
to adjust to the financial constraints they have experienced. In 
addition to the fluctuations in total system enrolment, the univer- 
sities have had to adjust to significant shifts in enrolment among 
disciplines in recent years. Such shifts in enrolment required 
reallocation of resources within each university in order to accommodate 
student demand. These shifts in enrolment along with recent increases 
in total enrolment have made it difficult for the institutions to cope 


with the financial constraints by reducing faculty and staff resources. 


Figures 5 and 6 illustrate what has happened to full-time under- 
graduate enrolment in commerce, engineering and in total arts and 
science for the period 1973-74 to 1980-81. Over this period, full- 
time undergraduate enrolment increased by 81.5% in commerce and 39.7% 
in engineering. Full-time undergraduate arts and science enrolment 
increased substantially from 1973-74 to 1976-77, then declined for 
the next three years and increased again in 1980-81. This resulted 


3. Ministry of Colleges and Universities, University Audit Reports: 
Panancial Reports, March: 27, 1981, pp. 10-13. 
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FIGURE 5 


Total Full-Time Undergraduate Enrolment in Commerce and Business-related 
and in Engineering and Engineering Science, 1973-74 to 1980-81 
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Note: Commerce and Business-related figures do not include Commerce at the 
University of Toronto. See footnote 5 of the text. 


Source: Table 6 of Appendix. 
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FIGURE 6 


Total Full-Time Undergraduate Enrolment in 
Arts and Science, 1973-74 to 1980-81 
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Fine and Applied Arts; Social Sciences; Physical Sciences (excluding 
Computer Science for the years when separately identified) ; and Life 
Sciences, as roughly defined in Appendix "B" of System Rationalization. 
Figures are for the 15 provincially assisted universities and Ryerson. 


Source: University Student Information System (USIS) 119100111. 
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in a 3.8% increase in enrolment over the entire period, 1973-74 to 
1980-81. Table 6 of the Appendix provides a breakdown of the 
university system's undergraduate enrolment in major disciplines 

and discipline sectors for the same peri cdtaa Full-time under- 
graduate enrolment increased, over the period identified, in all 

but two discipline sectors - humanities, and agriculture and bio- 
logical sciences. Increases in full-time enrolment ranged from 

13.6% in education to 45.3% in health professions and occupations. 
Over the same period, part-time undergraduate enrolment increased 

in all but one sector - general arts and science. Within some 
sectors, particular disciplines, such as commerce and engineering, 
experienced much larger full-time or part-time enrolment increases 
than the sector as a whole. Similarly, the drop in enrolment in 

some disciplines (such as zoology and history) exceeded that exper- 
ienced by their sectors. Table 6 also indicates that over the period 
1973-74 to 1980-81 there have been significant shifts in the share of 
total full-time or part-time undergraduate enrolment in particular 


Sees 


Table 7 of the Appendix provides similar data on graduate enrol- 
ment. Unlike undergraduate student numbers, over the period 1973-74 
to 1980-81, total full-time graduate enrolment declined. Significant 
enrolment declines occurred in humanities, health professions and 
occupations and in mathematics and physical sciences. The remaining 
sectors had full-time enrolment increases. Part-time enrolment 
increased in all but one sector - humanities. Surprisingly, disciplines 


such as zoology and anthropology, which experienced enrolment declines 


4, These data include enrolment at the provincially-assisted univer- 
sities and their affiliated colleges, Ryerson Polytechnical 
Institute and the Ontario Institute for Studies in Education. 


5. Students enrolled in the University of Toronto's Faculty of Arts 
and Science are included under general arts and science in 
Table 5. The University of Toronto is unable to identify the 
disciplines in which these students are concentrating or majoring. 
However, the university has been able to provide Council with the 
number of full-course equivalents (FCEs) in each department of 
the Faculty of Arts and Science. These data appear to mirror the 
enrolment trends identified for the rest of the university system 
in Table 6 of the Appendix. For example, social science's share 
of total faculty course enrolments increased from 19.7% in 1973-74 
to 25.1% in 1980-81, with commerce's share increasing from 3.4% 
to 6.9% during this period. On the other hand, humanities' share 
of total faculty FCEs declined from 38.1% in 1973-74 to 31.5% 
in 1980-81, while life sciences' share dropped from 13.6% to 10.1% 
over the same period. 


-15- 


at the undergraduate level, experienced enrolment increases at the 
graduate level. Finally, the shifts in the share of total enrolment 
in individual sectors, over the period identified, were more marked 


at the graduate level than at the undergraduate level. 
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(D) FACULTY AND STAFF RESOURCES 


Data obtained from the Council of Ontario Universities (COU) 
on the size of faculty complement are found in Table 8 of the Appendix. 
The number of full-time equivalent faculty positions in Ontario 
universities declined by 216 or 1.6% over the period 1977-78 to 
1980-81. However, in the final year of this-period, the faculty 
complement increased by 6 over the previous year. Over the period, 
full-time tenure stream positions increased by 30 or 0.2% while 
full-time limited term positions declined by 121 or 7.4% and FTE 
part-time declined by 124 or 6.9%. Other data provided by COU suggests 
that the non-academic staff complement in Ontario universities declined 


by about 5% over the period 1977-78 to 1980-81. °° 


The Committee on the Future Role of Universities in Ontario pointed 
out in its final report that compensation levels for Ontario univer- 
Sities' faculty have fallen behind the levels in other related 
occupations in Canada. The Committee indicated that: "Between 
1972-73 and 1979-80, salaries of Ontario university faculty increased 
by 72.2 per cent. Comparable figures for engineers and research 
scientists (external to the universities) are 93.2 per cent and 84.2 
per cent respectively."/* Over the same period, the Consumer Price 
Index increased by about 85%. 


According to Statistics Canada, in 1972-73, Ontario faculty had 
a higher mean salary than the other three major regions in Canada: 
the Western provinces, Quebec and the Atlantic provinces. However, 
by 1976-77, the mean salary of Ontario faculty had fallen below that 
of the Western provinces and Quebec. In the last year that consistent 
data were available, 1978-79, the mean salary of Ontario faculty was 
$29,463 compared with $30,120 for the Western provinces, $32,683 
for Quebec and $24,723 for Atlantic provinces. 


As Council noted in A Financial Analysis of the Ontario University 
System - 1980, the Conference Board in Canada's study Compensation in 
Canada: A Study of the Private and Public Sectors found that wages 
and salaries for non-academic positions in universities in 1978 were 
at the low end of the public and private sectors included in the study. 


There appears to have been no change in this situation. 


SSE ee eee ee —— 


6. Data were not available over the entire time period for Lakehead and 
Yorks 


7. CFRUO, Report, August 1981, Deas 
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(E) EQUIPMENT AND FURNITURE EXPENDITURES 


Council pointed out in A Financial Analysis of the Ontario 
University System - 1980 that in recent years the universities have 
responded to constraint by curtailing non-salary expenditures, such 
as those involving equipment and furniture. This trend continued 
in 1980-81. Table 9 of the Appendix contains data, for individual 
institutions and for the system as a whole, on the actual expenditures 
on equipment and furniture for the years 1976-77 to 1979-80 and the 
anticipated final expenditures on these items for 1980-81.8- 


Figure 7is derived from Table 9 of the Appendix. It illustrates 
graphically what has happened to these expenditures on a system-wide 
basis, over the period 1976-77 to 1980-81, in both current and constant 
1976-77 dollars. The constant dollar expenditures for 1977-78, 1978-79 
and 1979-80 are deflated by the equipment and furniture component of 
the Ontario University Non-Salary Price Index (OUNSPI). Over the period 
1976-77 to 1979-80 equipment and furniture expenditures increased by 
12.4%, while the equipment and furniture component of OUNSPI increased 
by 36.7%, implying that the value of equipment and furniture declined 
Significantly in reel terms. The 1980-81 constant dollar figure shown 
in Table 9of the Appendix was deflated by Council's estimate of the 
change in the total OUNSPI for that year. This figure indicates that 


equipment and furniture expenditures continue to decline in real terms. 


8. It should be noted that over 80% of expenditures on equipment and 
furniture are devoted to equipment expenditures, including computer 
COSts. 
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FIGURE 7 


Equipment and Furniture Expenditures 
from Operating Income, 
1976-77 to 1980-81 
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(1) The 1977-78, 1978-79 and 1979-80 constant dollar figures were deflated by 
the equipment and furniture camponent of the Ontario University Non-Salary 
Price Index. The 1980-81 figure is deflated by Council's estimate of the 
change in the total OUNSPI for 1980-81. 


Source: Table 9 of the Appendix. 


- 19 - 


(F) LIBRARY BOOKS AND PERIODICALS 


Another area of non-salary expenditures the universities have 
curtailed in recent years is the acquisition of library books and 
periodicals. Table 10 of the Appendix outlines the expenditures 
on library acquisitions for individual institutions and for the 
system, measured in constant 1972-73 dollars. ?° Over the period 
1972-73 to 1980-81, the total value of library acquisitions for 
Ontario universities declined by over 34% when measured in constant 


dollars. This decline is illustrated graphically in Figure 8. 


It was pointed out in A Financial Analysis of the Ontario Univer- 
Sity System - 1980 that the decline in library acquisitions, since 
1972-73, was attributable not only to the pressures of general 
financial constraints, but also to exceptional increases in the prices 
of books and periodicals. During the period 1972-73 to LOD0-SE, 
library acquisition expenditures increased by about 85%, while over 
the same period monograph and periodical prices increased by about 155% 
and 230% respectively. This resulted in a real decline in library 
expenditures of 35%. It appears that the institutions have dealt 
with the dramatic increase in the cost of maintaining periodical 
subscriptions by shifting more and more financial resources towards 
the acquisition of periodicals and away from the purchase of mono- 
graphs. In 1972-73, Ontario universities allocated only 37% of their 
library acquisitions expenditures towards periodicals, with the 
remaining 63% being spent on book purchases. By 1979-80, Ontario 
institutions allocated 53% of their acquisitions expenditures towards 
the purchase of periodicals and only 47% towards the acquisition 
of monographs. Consequently, there has been a substantial reduction 
in the number of monographs acquired annually. 


9, The price deflator used to caiculate constant dollar values for 
1972-73 to 1979-80 was the books and periodicals component of 
the Ontario University Non-Salary Price Index. The remaining 
year of data was deflated by a books and periodicals inflation 
estimate provided by Queen's University at Council's request. 
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FIGURE 8 


Expenditures on Library Acquisitions from Operating Income, 
EQ72=75 to L980-oi (S000 constant 1972-73) 
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Source: Table 10 of the Appendix. 
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(G) CAPTTAL FUNDING 


The Government of Ontario, over the decades, has made a major 
investment in the Ontario university system. The size of this 
investment is illustrated in Table 11 of the Appendix. This table 
indicates that over a billion dollars has been invested since 1944, 
through capital grants and debentures, and that over 80% of this 
investment occurred during the period 1964-65 to 1973-74 when the 
physical plant of the university system underwent a major expansion. 
Since that period, there has been little or no capital expansion 
and increasingly restricted capital funding for repairs, renovations 


and replacement projects. 


In recent years, the constraints on capital funding have been 
even more severe than those imposed on operating support. Table 12 
of the Appendix outlines the capital grants made available to the 
universities and Council's recommendations since 1976-77. In its advice 
to Government, Council has consistently selected a level of 1% of the 
replacement value of the space inventory of the universities as the 
minimum needed annually for new major repairs, renovations and replace- 
ment projects (excluding any amounts necessitated by carry-overs) in 
order to maintain the existing capital investment .2°° As Table 12 indicates, 
Government funding for “new starts" of major repairs, renovations and 
replacement projects has fallen well short of the recommendations 
generated by this factor. For 1981-82, for example, Council recommended 
$21.2 million be provided for these purposes, but only $6.3 million have 
been made available by Government. Over the period in which Council 
has provided capital funding recommendations (1976-77 to 1981-82), 
Government support has fallen $68.7 million short of Council's total 


recommendations. 


Council's capital recommendations pertain to new major repairs, 
renovations and replacement projects. As Table 12 indicates, over the 
past few years, the majority of Government capital support has not 
been directed towards these projects. Instead, most Government capital 
support has been directed towards the continued funding (carry-over) of 
existing major repairs, renovations and replacement projects, carry-over 
cost of projects involving the construction of additional space, and 
support for new projects involving construction of additional space. 
Ee ca i a ad ie ee a 


10. See Advisory Memorandum 77-IV for further information on Council's 
capital recommendations. 


9 


Table 12 shows that funding of these projects has also become 
restricted in recent years. In fact, for the past two years, 
total capital grants, which include grants for both new starts and 
carry-overs, have not even met Council's recommended allotment 


for new major repairs, renovations and replacement projects. 
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(H) ALLOCATIVE FORMULA 


While the current financial difficulties faced by Ontario 
universities can be attributed directly to system underfunding, 
concern has been expressed to Council about the method of distribu- 
tion of the limited funds available. Most of the Government 
Operating support is allocated among the universities according 
to an enrolment related formula. Table 13 of the Appendix outlines 
the formula operating grants allocated annually by this formula 
to the universities and their affiliated colleges, Ryerson Polytech- 
nical Institute, the Ontario Institute for Studies in Education 
and the Ontario College of Art, for the years 1977-78 to 1981-82. 
This table also lists the total formula operating grants received 
by each institution during the three year "base period", 1974-75 
to 1976-77. Although the formula relies on enrolment as the means 
of determining the allocation of operating grants, the influence 
that any one year of enrolment has on the grant allocation has 
been reduced substantially. This has been brought about through 
the use of the three year moving average and base period enrolments 
in calculating the number of funding Basic Income Units (BIUs) for 


each institution. 


Over the past few years, it has been suggested to Council that 
the operating grants formula in its present form is either too 
sensitive or, conversely, too insensitive to enrolment. Tables 14 
and 15 of the Appendix attempt to provide comparisons of the existing 
allocative mechanism with two extremes: a campletely enrolment 
driven mechanism based on "slip-year" enrolments, and a completely 
enrolment insensitive mechanism or "fixed-share" funding mechanism 
where, annually, each institution receives the same percentage 


increase in funding. 


Table 14 illustrates, for the period 1977-78 to 1981-82, the 
effects of a "slip-year" or enrolment driven mechanism, documenting 
the differences between the actual formula grants allocated to each 
institution and the grants that would have been allocated if each 
institution had been funded according to the previous year's Basic 
Operating Income less formula fees. Table 15 illustrates, for the 
same period, the effects of a "fixed share" or enrolment insensitive 
funding mechanism, documenting the differences between actual formula 


grants allocated to each institution and the grants that would 
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have been allocated if the share of total formula grants accruing 
annually was fixed according to the institution's share of total 


formula grants during the funding base years (1974-75 to 1976-77). 


Predictably, most institutions that would have been benefited 
under the enrolment driven formula would have lost funds under the 
fixed share funding scheme, or vice versa. For example, the Univer- 
sity of Western Ontario would have gained an extra $8.7 million 
under the fixed share or enrolment insensitive funding mechanism 
over the period examined. Under the "slip-year" or enrolment 
driven mechanism, Western would have received over $3.5 million less 
than it actually received over this period. However, a few institutions 
would have either gained or lost under both hypothetical allocative 
mechanisms. The University of Toronto would have gained an extra 
$2.7 million under the enrolment driven mechanism or an extra 
$25.5 million under the enrolment insensitive mechanism. Alternatively, 
the University of Guelph would have lost $3.8 million and $0.8 
million under the enrolment driven mechanism and enrolment insensi- 


tive mechanism, respectively. 


It is not Council's intention to use these examples as an 
endorsement of the present allocative mechanism. They are merely 
examples of the effects of possible, although extreme, modifications 
to the allocative mechanism that have been suggested from time to 
time. However, it is interesting to note that, in contrast with 
the slip-year enrolment mechanism, the present allocative mechanism's 
provisions for buffering institutions' funding from the effects 
of wide fluctuations in enrolment appear to be reasonably effective, 


stabilizing funding from year to year. 
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(I) RESEARCH 


In previous financial papers, Council expressed a number of 
concerns about the impact of underfunding on university research. 
These concerns remain, but they will not be reiterated at this time. 
However, some developments have occurred in the past year that should 
be noted. 


The national granting agencies, the National Sciences and Engine- 
ering Research Council (NSERC), the Medical Research Council (MRC) and 
the Social Sciences and Humanities Research Council (SSHRC) received 
budget increases of 23.9%, 22.3% and 9.4% respectively for 1981-82. 
Since its inception in 1978, NSERC's budget has more than doubled 
to its present level of $201.4 million. MRC's budget has grown 
to a level of $100.2 million and SSHRC's budget now stands at $45.6 


million. 


Council noted in A Financial Analysis of the Ontario University 
system — 1980 that NSERC had begun a program of University Research 
Fellowships aimed at expanding career opportunities in research in 
the natural sciences and engineering. This program has continued 
in 1981-82, with up to 75 new fellowships being granted at a value 
Of $25,800 each. 


Council is encouraged by the Government of Ontario's planned 
initiatives to affect positively the research undertaken by government, 
business and industry, and the universities in the province. In 
Building Ontario in the 1980's, Government stated that under the Board 
of Industrial Leadership and Development (BILD) program "additional 
funding will be provided to purchase modern research equipment for 
engineering and science in Ontario universities." It also stated 
that "a research grant incentive program will be established to 
provide additional funds to university researchers receiving new or 
expanded research contracts from industry or government." Finally, 
Council notes that the IDEA Corporation (Innovation Development 
for Employment Advancement) will be asked to promote coordination 
of provincial research and development activities among the univer- 
Sities, industry and Government. In this regard, however, Council 
Shares the concerns expressed by the Committee on the Future Role 


Of Universities in Ontario-that: 
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Independent initiatives on the part of the IDEA Corpora- 
tion could risk distorting university missions. 


OCUA should be informed of, and be free to comment on, 

the initiatives proposed by BILD or the IDEA Corporation 
which affect the universities so that such initiatives can 
be co-ordinated with the responsibilities of MCU and the 


advice of ocua.l1. 


a 
ll. CFRUO, Report, August 1981, p.33 
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SUMMARY 


Since Council's advice was last accepted in 1977-78,. the 
universities have received annual operating grant increases of 5.83, 
5.1%, 7.2% and 10.1%. Government budgetary expenditures (excluding 
debt servicing) experienced annual increases of 6.73, S096, Jans 
and 12.5% for the same four years, 1978-79 to 1981-82. These 
figures indicate that the universities have received a declining 
share of Government expenditures. When deflated by the Consumer 
Price Index, it is estimated that by the end of the period cited 
above, university operating grants will have declined in real terms 
by 12% to 13%, while Government budgetary expenditures will have 
declined by 4% to 5%. 


When compared with universities in other provincial jurisdictions, 
Ontario universities fared poorly in terms of Government operating 
support and operating income. In 1974-75, Ontario ranked seventh in 
Operating grants per FTE student and sixth in operating income per 
FTE student. By 1979-80, Ontario ranked ninth in both categories. 

In order for Ontario universities to have been funded at the same 
level of operating grants per FTE student as the weighted average 
of the other nine provinces in Canada in 1979-80, the Government of 
Ontario would have had to increase its operating grants by over $197 


million in that year alone. (Section A) 


Government operating support and revenue received by Ontario 
universities has lagged behind that received by elementary and 
secondary schools in the province. Over the period 1970-71 to 1980-81, 
university operating grants per FTE student and university revenue 
per FTE student declined in real terms by 17% and 18% respectively. 
On the other hand, over the same period, elementary and secondary 
school support per pupil and elementary and secondary school revenue 
per pupil increased in real terms by 50% and 40% respectively, when 
the provincial contribution to the Teachers' Superannuation Fund 
is included and by 45% and 37% respectively, when it is excluded. 
(Section B) 


The universities have experienced significant fluctuations in 
total enrolment and shifts in enrolment among disciplines in recent 
years. Full-time undergraduate enrolment in commerce and engineering, 
for example, has increased by 82% and 40% respectively, while 


full-time undergraduate humanities enrolment declined by 11%. The 


mg ee 


shifts in enrolment among disciplines in particular, have curtailed 
the institutions' ability to respond effectively to the financial 
restrictions the universities have had to face in recent years by 


creating significant resource allocation problems. (Section C) 


Salaries and wages of the faculty and staff of the universities 
have not kept pace with those in other sectors of the economy. The 
mean salary for faculty in Ontario universities has also lagged behind 


that of the Western provinces and Quebec. (Section D) 


The universities have responded to the recent financial constraints 
by curtailing expenditures on non-salary items such as equipment and 
furniture and library book and periodical acquisitions. Over the 
period 1976-77 to 1980-81, equipment and furniture expenditures 
declined in real terms by about 23%. Over a longer period, 1972-73 
to 1980-81, expenditures on library book and periodical acquisitions 
declined in real terms by about 35%. By the end of this period, 
only 47% of these expenditures were devoted to the purchase of 
monographs, compared with 63% at the beginning of the period. 

(Sections E and F) 


In recent years, the constraints on capital funding have been 
even more severe than those imposed on operating support. Over the 
period in which Council has provided capital funding recommendations 
(1976-77 to 1981-82) , Government support has fallen short of Council's 


total recommendations $68.7 million. (Section G) 


Although the present allocative mechanism relies on enrolment 
as the means of determining the allocation of operating grants, the 
influence of enrolment is modified by the averaging and discounting 
provisions found in the formula. Not surprisingly, some institutions 
would have gained if the grant allocation formula were more enrolment 
sensitive and others would have gained if the allocative mechanism 


were less enrolment sensitive. (Section H) 


There have been some developments in the area of research funding 
in the past year. NSERC, MRC and SSHRC had budget increases of 23.93, 
22.3% and 9.4% respectively for 1981-82. Under the BILD program 
additional funding is expected to be available for the purchase of 
modern research equipment for engineering and sciences in Ontario 


universities. (Section I) 
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TABLE 4 


Comparison of Provincial Support per Student in University and in 
Elementary and Secondary Schools in Ontario in Constant 1970-71 
Dollars, 1970-71 = 100.00, 1970-71 to 1980-81 


Index of Prov- Index of Prov- Index of Prov- 
incial Operating incial Support incial Support 
Grants per FTE per Elementary per Pupil, exclud- 

University and ar ae” ing Teachers' 

Student Pupil 1) Superannuation 
1970-71 100.0 100.0 100.0 
E971 72 100.0 11633 i a 
Po72-i3 94.0 124.6 WEA int: 
1973-74 oso 124.8 126.0 
1974-75 84.8 128.0 120.9 
75-76 SS eo 129.6 T3057 
1976-79 90.6 IS Tah BS iA) 
1977-78 9326 L52e1 13758 
1978-79 94 -0 145.8 135.9 
1979-80 89.6 146.4 136.9 
1980-81 S302 150.1 144.9 


(1) Provincial Grants to schools include the provincial contribution to 
the Teachers' Superannuation Fund. 


Note: Indexes are in constant 1970-71 dollars, deflated by the January 
CPI for each year. 


Sources: Ministry of Colleges and Universities 
Ministry of Education 
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TABLE 5 


Comparison of Revenue per Student in Universities and in Elementary 
and Secondary Schools in Ontario in Constant 1970-71 Dollars, 
1970-71 = 100.0, 1970-71 to 1980-81 


Index of Provincial Index of Provincial 
Index of Provincial Grants plus Local Grants plus Local Tax 
Operating Grants Plus Tax Revenue per Revenue per Pupil, 
Tuition Fees per FTE Elementary and Second- excluding Teachers' 
University Student ary School Pupil (1) Superannuation 
1970-71 100.0 100.0 100.0 
1971-72 938.3 TO Ses 10555 
1972-73 95.6 108.0 108.8 
1973-74 89.8 106.9 LO Gee? 
1974-75 85.4 109s) 104.6 
1975=/6 84.3 LISSA 11322 
a976—7 7 88.0 127-4 124.8 
1977-78 91.8 ale wey) USS. 
1978-79 91.3 Se LOE 
1979-80 oS 1382.0 ieee ee) 
1980-81 oy eas. 140.4 L373 


(1) Provincial grants to schools include the provincial contribution to the Teachers' 
Superannuation Fund. 


Note: Indexes are in constant 1970-71 dollars, deflated by the January CPI for each 
year. 


Sources: Ministry of Colleges and Universities 
Ministry of Education 
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TABLE 8 


Academic Staff Complements, 1977-78 to 1980-81 “) 


1977-78 1978-79 1979-80 1980-81 
Full-Time Tenure Stream 9,808 9,926 95195 9,838 
Full-Time Limited Term 1,643 d 3o4 1,584 Lo 22 
FTE of Part-Time 1,815.9 Daeg ae Wed) 1,666.6 1,691.4 
TOTAL FTE 13,266.9 Taro. 3 102526 13,051.4 


(1) Data were not available for: Algoma, Nipissing, Hearst and Dominican College, 
the Ontario College of Art and the church-related affiliates of the provincially 
assisted universities. Full-time faculty is reported as of October lst of each 
year. 


Source: Council of Ontario Universities. 


Equipment and Furniture Expenditures from Operating Income ($000) 
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TABLE 9 


LO1O=7ie COnLD19—00 


ne Ga ah RWIS: IO78—719 1979-80 1980-81 

Brock 27 238 206 B21 316 
Carleton 15,023 eva, 0) 976 1,068 
Guelph i635 1,482 Lol 2,109 1,886 
Lakehead 291 355 346 430 162 
Laurentian 188 307 Sy 252 194 
Nipissing 63 33 26 20 28 
Hearst 68 ey a9 25 3 
McMaster 1,414 Les 24035 Loi iyset 
Ottawa po Ou 105 1 5GS. 2,214 2,052 
Queen's 1,574 803 Pecos 1,474 1,608 
Toronto 4,704 5,814 T7008 ood Gr ova 
Trent 160 138 Ls int 1r2 
Waterloo 2,432 3099 DIRE 27120 2,593 
Wester 3,138 3,336 37263 3,409 4,450 
WLU 574 556 565 522 501 
Windsor 1,064 OO O75 ye 1,470 
Yorks oe 2A 0) 948 1439 TESS) bipgore, 
Ryerson 2,057 1,941 956 Le LEG 618 
OISE 25): 260 349 221 135 
TOTAL 23,416 24,686 25,674 267315 28,141 
eee (23,416) (22,041) (20,655) (19, 250) (17,936) 
Notes: 1. Excludes Algoma College since data were not available for 1976-77. 

The price deflator used for calculating constant dollar values for 1977-78 

to 1979-80 was the Equipment, Computer and Furniture component of the 

Ontario Universities' Non-Salary Price Index. The price deflator used 

for 1980-81 was Council's estimate of the value of the total Ontario 

Universities' Non-Salary Price Index. The percentage increases in the 

Equipment, Computer and Furniture component of the index were quite 

similar to those experienced by the total index in the first four years 

of the table. 
Source: COFO-UO Financial Reports for 1976-77, 1977-78, 1978-79 and 1979-80. 


Anticipated final expenditures obtained from the universities for 
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TABLE 11 


Historical Summary 


Capital Funding for Universities, Ryerson, OCA, 1944-64 to 1981-82 


($000) | 
| 
eI) Conia’ negates © Ean, ee 
1944-64 83,448 83,448 
1964-65 45,600 45,600 
1965-66 89,239 89,239. 
1966-67 93,105 93,105) 
1967-68 99,995 99,995) 
1968-69 132,974 132,974 
1969-70 101,619 7634 109,253. 
1970-71 111,760 28,045 139,805 
1971-72 114,739 21,308 136,047. 
Te Oe 89,162 9,550 98,712. 
1973-74 46,254 8,238 54,492. 
1974-75 17,398 4,244 21,642. 
1975-76 M236 2,746 4,176 435 23,593 
1976-77 11,190 4,086 BE 330 115 985 21,706 } 
1977-78 18,250 5,800°)? 7,693 146 31,889 
1978-79 15,247 its 178 17,500 
1979-80 13,445 Spal 45 930 19,527 
1980-81 13,500 4,924 50 2 20,644 
1981-82 13,500 5500+ z 19,000 
TOTAL 1,126,661 12662 as 225 969 4,085 1,258,i 


Sn ee Ee ee Se ae Se 
(1) Amount added to operating grant base in 1979-80. 


(2) sae bridge financing grants, but includes $804,000 for biohazard containment in 


(3) Amounts committed in the year shown. 


(4) Capital projects funded by debentures issued by the Government of Ontario. 


Ministry of Colleges and Universities 
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